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The management intends to solicit proxies for the 
annual meeting of stockholders to be held on No¬ 
vember 12, 1943. It is expected that copies of the 
notice of meeting, proxy and proxy statement will 
be mailed to stockholders on or about October 8,1943. 
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Report to Stockholders 

W E submit herewith for your consideration the 1943 Consolidated 
Balance Sheet and Consolidated Income and Earned Surplus State¬ 
ment, with comparative statements of previous years. This is the first full 
year of operation since the change in our fiscal year. 

Net income for the year ended June 30, 1943, before deduction for income 
and excess profits taxes and the charge for tax effect of past service retire¬ 
ment annuities, is $11,249,533.72. Our net after payment of these charges 
is $4,689,564.03, which is a little more than last year. After payment of our 
preferred dividend and $4.00 for the year on our common stock there is a 
surplus for the year of approximately $800,000.00. Our income and excess 
profits tax charge for the year amounts to over $9.00 per share on our out¬ 
standing common stock. A charge of $273,031.53 for the net cost of past 
service retirement annuities and an increase in inventory and miscellaneous 
reserves of $1,291,192.23 reduces our total surplus from $13,713,167.68 
to $12,965,659.95. 

We have paid to the insurance companies and the Canadian Government 
for the purchase of past service retirement annuities since October 1938 to 
date, $8,461,916.61, which completes the purchase. The old age protection 
which this action by our stockholders has given our people is deeply appreciated. 

Our dollar sales, our volume, and our earnings before taxes are the largest 
in our history. The war is responsible for much of our gain but we believe 
we have strengthened our position in our competitive field. 

The inventory increase which this statement shows is due to higher price 
levels for the grains, feed ingredients, and materials we use — also to a larger 
volume of business and the necessity of carrying heavier stocks of some 
items to protect our operations. 

The increase in accounts receivable is due to a larger volume of business 
and a somewhat higher price level. Our collections are entirely satisfactory. 

Our Canadian domestic business shows satisfactory gains for the year. 
We still are unable to ship Quaker Oats from Canada to Great Britain, which 
means a substantial loss of volume and earnings for our Peterborough plant. 
We have just completed the organization of a wholly-owned subsidiary, The 
Quaker Oats Company of Canada Limited, under which we will operate in 
Canada. 

Our British company continues to operate on a restricted basis. We have 
had to discontinue the manufacture of Puffed Rice because rice is not avail¬ 
able, but we are producing Wheat Flakes, Corn Flakes when corn can be 
purchased, and Puffed Wheat. We have received no reports from our plants 
in Holland, Denmark, and Germany during the year. 

As you will note, we have changed our auditors. Haskins & Sells have done 
our work for many years. Their services have been entirely satisfactory and 
we have absolutely no criticism of their work. Sometimes bringing in a new 
group produces new ideas that are of value, and it is for this reason we em¬ 
ployed Arthur Andersen & Co. You will notice that certain changes have 
been made in some of the report divisions. These changes are made in the 
hope that the stockholders may get a clearer picture of our operations. 









Our volume of business at the present time is satisfactory and we have 
every reason to believe it will continue to be satisfactory. Our immediate 
problem is to find enough people to make and ship the product. We expect 
to have difficulty during the year in getting the grains and supplies we need. 
From an earnings standpoint our situation is a difficult one. We are operat¬ 
ing under ceilings which have taken the profit out of many of our volume 
items. To illustrate: the price of oats today in Chicago is about 35% higher 
than it was when the ceiling price was fixed. We hope to secure relief. 

During the year we have made sales to various Government Agencies, 
which means that we are subject to renegotiation. We feel confident that 
our contracts will be approved without material adjustment because all 
sales have been made on a reasonable profit basis. 

I believe many large, and particularly small, businesses are facing a new 
and difficult problem which they did not have to meet in the last war; 
namely, a shortage of liquid working capital. Inventories and receivables 
are large. Plant investments have been made for buildings and equipment 
to provide needed war materials, and cancellation of war contracts freeze 
working capital. This condition is made more difficult by the fact that 
heavy accumulated taxes and settlements for renegotiated contracts have 
to be paid in cash. 

I believe that in the interest of all citizens our Government should give 
careful and prompt consideration to the development of plans that will help 
industry meet this problem if that help cannot be given by existing private 
credit agencies without Government co-operation. To maintain prosperity, 
which means employment, industry must be able to move from a war basis 
to a peace time basis without delay. We must do everything we can, co-oper¬ 
atively and individually, to keep the wheels of industry in operation. In no 
other way can we maintain a high national income and employment. 

The munitions plant at Grand Island, Nebraska and the chemical plant 
at Memphis, Tennessee, which we referred to in previous reports, are both 
in operation. In both of these operations our only interest and service is one 
of providing operating management for our Government. 

We have 1011 United States and Canadian Quakers in the armed services. 
We are proud of them and are doing everything we can to back them up 
while they are gone. We miss them and hope they will soon return. 

Again I want to say that all Quaker men and women, wherever they work, 
are showing a fine spirit of patriotism and an eagerness to help win the war. 
During the year our Cedar Rapids Plant was awarded the Army-Navy “E.” 
Although the award went to one plant, it really is an award to all Quakers 
in appreciation of work well done. 


September 15, 1943. 


JOHN STUART 
Chairman of the Board 








The Quaker 0*ls (pmpany 

and Domestic and Canadian Subsidiaries 

CONSOLIDATED BALANCE SHEETS 


ASSETS 


CURRENT ASSETS: 


June 30, 1943 


Cash .... $ 5,771,113.10 

U. S. and Canadian Government Securities, 
direct and guaranteed, at lower of cost 

or market . 5,838,274.17 

Accounts Receivable, less reserves. 6,778,467.24 

Inventories of Grain, Materials, Products 

and Supplies (Note 3). 18,071,799.43 

Total current assets.$36,459,653.94 


INVESTMENTS IN AND ADVANCES TO 
NONCONSOLIDATED SUBSIDIARIES, 

at cost: 

United States and Canadian—partially 


owned . $ 214,881.75 

United States — wholly owned. 125,682.03 

English—wholly owned . 521,847.75 

Continental European . 1,111,442.04 

$ 1,973,853.57 


Less- Reserve for possible losses (Note 1 ) 1,138,446.11 

$ 835,407.46 


OTHER RECEIVABLES AND INVESTMENTS: 

Post War Refund of Federal Excess Profits 

Tax . $ 329,808.41 

Miscellaneous . 75,806.93 

$ 405,615.34 


PREPAID EXPENSES . $ 451,828.14 

PROPERTY, PLANT AND EQUIPMENT (Note 4): 

Land . $ 2,174,867.68 

Buildings and Improvements . 14,079,374.95 

Machinery and Equipment . 14,068,026.30 

Country Elevators . 1,022,336.23 

$31,344,605.16 

Less — Reserves for Depreciation . 16,001 ,603.01 

$15,343,002.15 


June 30, 1942 


$ 5,485,904.29 

5,807,003.70 

6,057,223.09 

12,219,166.52 

$29,569,297.60 


$ 214,881.75 

50,931.38 
521,847.75 
1,111,442.04 
$ 1,899,102.92 
1,138,446.11 
$ 760,656.81 


$ 73,336.9 3 

$ 73,336.93 

$ 448,752.75 


$ 2,174,918.39 
14,018,331.61 
13,856,891.36 
950,615^87 

$31,000,757.23 

15,58 7,956.81 

$15,412,800.42 


PATENTS, at cost less amortization . $ 857,419.54 

TRADE-MARKS, TRADE RIGHTS AND 
GOODWILL (Note 5) . $10,145,506.07 

$64,498,432.64 


$ 912,727.14 

$10,145,506.07 

$57,323,077.72 


The accompanying notes are an ir 













































The Quaker O&ts (pmpany 

and Domestic and Canadian Subsidiaries 

CONSOLIDATED BALANCE SHEETS 


LIABILITIES 


June 30, 1943 

CURRENT LIABILITIES: 

Accounts Payable . $ 1,996,332.57 

Accrued Liabilities . 3,059,435.81 

Accrued Federal and Canadian taxes on 

Income . 5,980,264.62 

Due to Subsidiaries not consolidated. . . . 748,575.85 

Dividends Payable . 270,000.00 

Total current liabilities . $12,054,608.85 


June 30, 1942 

$ 1,462,964.88 
1,631,914.60 

1,608,655.58 
283,946.12 
270,000.00 
$ 5,257,481.18 


PATENT PURCHASE CONTRACT(payable 
in annual installments to 1948, inclusive; 

$100,000.00 included in current liabilities). .$ 450,000.00 $ 550,000.00 


APPROPRIATED SURPLUS—Reserves: 


For Inventory Shrinkage . $ 3,500,000.00 

For Advertising . 1,600,000.00 

For Insurance and Other Contingencies. ._ 1,032,890.18 

$~ 6,132,890.18 


$ 2,250,000.00 
1,600,000.00 
991, 697.95 
$ 4,841,697.95 


CAPITAL STOCK AND SURPLUS: 

Preferred, 6% cumulative, 

$100 par value.$18,000,000.00 $18,000,000.00 

Authorized 250,000 shares 
Issued 180,000 shares 

Common, no par value. 15,210,000.00 15,210,000.00 

Authorized 800,000 shares 
Issued 702,000 shares 


Earned Surplus 


1 2,965,659.95 13,713,167.68 

$46,175,659.95 $46,923,167.68 


Less at June 30, 1943, 892 shares of pre¬ 
ferred and 2,447 shares of common stock 
held in treasury and reserved for em¬ 
ployees, at cost less reserve . 314,726.34 249,269.09 

$45,860,933.61 $46,673,898.59 


$64,498,432.64 $57,323,077.72 


egral part of the above statement. 
































The Quaker Oats Company 

and Domestic and Canadian Subsidiaries 

Statement of Consolidated Income 
For Year Ended June 30, 1943 

Year Ended 
June 30, 1943 

Net Sales . $122,178,664.96 

Cost of goods sold. .. 97,761,415.90 

Selling, general and administrative expenses. 13,534,552.89 

Income from operations . $ 10,882,696.17 

Other income . ... 557,044.58 

Income charges . 190,207.03 

Income before federal and foreign income and profits taxes. . $ 11,249,533.72 

Federal and foreign income and profits taxes: 

Income taxes . 2,578,434.64 

Excess profits tax (less post war refund of $329,808.41). . 2,968,275.70 

Charge for tax effect of past service retirement 

annuities (Note 7) . 1,013,259.35 

Total income and profits taxes . $ 6,559,969.69 

Net income . $ 4,689,564.03 


Statement of Consolidated Earned Surplus 

For Year Ended June 30, 1943 

Surplus at beginning of the year . $ 13,713,167.68 

Net income . 4,689,564.03 

Total . $ 18,402,731.71 

Dividends: Preferred stock . $ 1,074,636.00 

Common stock . 2,798,212.00 

Total dividends . $ 3,872,848.00 

Past service retirement annuities (Note 7) . 273,031.53 

Transfer to appropriated surplus — reserves: 

Addition to reserve for inventory shrinkage . 1,250,000.00 

Other reserves—net increase . 41,192.23 

Surplus at end of the year . $ 12,965,659.95 

The accompanying notes are an integral part of the above statements. 







































The Quaker Oafs (pmpany 

and Domestic and Canadian Subsidiaries 

Statement of Consolidated Income 
For Previous Years 


Year Ended 

June 30, 1942 

Year Ended 
December 31, 1941 

Year Ended 
December 31, 1940 

Year Ended 
December 31, 1939 

$90,140,229.56 

$72,982,668.72 

$58,987,394.43 

$59,901,169.90 

72,156,478.73 

56,698,496.10 

44,450,060.16 

43,582,298.89 

10,986,918.62 

10,164,478.94 

9,242,971.76 

10,228,185.05 

$ 6,996,832.21 

$ 6,119,693.68 

$ 5,294,362.51 

$ 6,090,685.96 

311,164.51 

341,758.87 

323,328.80 

583,816.08 

356,688.81 

296,449.47 

186,205.63 

498,549.14 

$ 6,951,307.91 

$ 6,165,003.08 

$ 5,431,485.68 

$ 6,175,952.90 

2,115,986.89 

1,669,779.79 

1,043,563.67 

843,239.60 

499,508.71 

414,779.30 

246,411.47 

169,690.50 

$ 2,615,495.60 

$ 2,084,559.09 

$ 1,289,975.14 

$ 1,012,930.10 

$ 4,335,812.31 

$ 4,080,443.99 

$ 4,141,510.54 

$ 5,163,022.80 


Statement of Consolidated Earned Surplus 
For Previous Years 


$14,184,292.78 

4,335,812.31 

$18,520,105.09 

$ 1,074,628.50 
2,798,212.00 

$ 3,872,840.50 

902,228.87 


$15,034,111.11 

4,080,443.99 

$19,114,555.10 

$ 1,074,621.00 
2,798,212.00 

$ 3,872,833.00 

923,218.46 


$16,277,164.45 

4,141,510.54 

$20,418,674.99 

$ 1,074,606.00 
3,497,765.00 

$ 4,572,371.00 

780,302.98 


$16,578,393.84 

5,163,022.80 

$21,741,416.64 

$ 1,074,607.50 
3,497,765.00 

$ 4,572,372.50 

858,736.79 


31,868.04 35,798.42 31,889.90 33,142.90 


$13,713,167.68 


$14,282,705.22 


$15,034,111.11 


$16,277,164.45 




















































NOTES ATTACHED TO AND MADE AN INTEGRAL PART OF 
CONSOLIDATED FINANCIAL STATEMENTS—JUNE 30, 1943 


NOTE 1 

The consolidated financial statements include the parent company and the wholly- 
owned domestic and Canadian subsidiaries, except that there has been omitted 
from the consolidation two wholly-owned domestic subsidiaries engaged in war produc¬ 
tion on a management fee basis. Financial statements of the Continental European 
subsidiaries are not available and the investments in such subsidiaries are fully covered 
by the reserve for possible losses. The reserve includes $1,109,679.33 formerly classified 
as Appropriated Surplus — Reserves. 


NOTE 2 


The consolidated balance sheets include the following assets in Canada at the dates 


indicated: 


June 30, 1943 June 30, 1942 


Current assets . $ 5,250,323.16 

Current liabilities . 1,288,662.16 

Net current assets . $ 3,961,661.00 

Deferred charges .• • •. 57,037.71 

Properties, less reserves for depreciation . 2,116,255.13 

Total . $ 6,134,953.84 


$ 4,382,375.13 
499 ,489.47 
$ 3,882,885.66 
52,976.44 
2,185,978.94 
$ 6,121,841.04 


Properties have been converted at U. S. dollar costs at dates of acquisition; other 
assets have been converted at the official rate of exchange at the end of the fiscal year. 


NOTE 3 

Inventories are priced at the lower of cost (first-in first-out) or market. 

NOTE 4 

Property, plant and equipment are stated at cost except that certain properties ac¬ 
quired in connection with the purchase of going businesses are stated at values deter¬ 
mined by the Management as of the dates of acquisition, plus additions at cost, less 
retirements. 


NOTE 5 

Trade-marks, trade rights and good will are stated in part at cost and in part at the 
excess of the cost (cash or par value of Company’s capital stocks) of going businesses 
over values determined by the Management as of the dates of acquisition for the 
tangible assets acquired. 

NOTE 6 

The Company’s contingent liability with respect to guarantees of obligations of 
the non-consolidated subsidiaries under loan agreements at June 30, 1943 was 
$805,443.05; at June 30, 1942 there was no liability. 

The Company’s contingent liability with respect to foreign drafts discounted and 
open letters of credit at June 30, 1943 was $58,346.59 and at June 30, 1942 was 
$210,537.72. 

The Company was also contingently liable to the United States Government and to 
an agency thereof on performance bonds given on behalf of the non-consolidated 
wholly-owned domestic subsidiaries. 




















NOTE 7 

In accordance with the plan approved by the stockholders October 21, 1938, the 
Company made payments in the fiscal year ended June 30, 1943 of $1,263,087.29 
(U. S. funds), which together with previous payments make a total paid to June 30, 
1943 of $7,711,916.61 for the purchase of Past Service Retirement Annuities in the 
United States and Canada. Though the Company has no legal obligation to make 
further contemplated payments of approximately $750,000.00, such payments may 
be made in the discretion of the Board of Directors. 

The above described payments have been deducted from net income in computing 
federal and Canadian income and profits taxes. A charge for the tax effect of such 
deductions is shown in the statement of consolidated income. The expense of the pay¬ 
ments for Past Service Retirement Annuities, less the related tax effect, is shown as 
charged directly to Surplus. 

NOTE 8 

Under the renegotiation provisions of the National Defense Act, as amended, the 
Company is in process of renegotiating the contract prices of goods utilized by certain 
Governmental departments and their agencies. The effect, if any, of such renegotiation 
upon the net income of the Company cannot be determined at this time. 

NOTE 9 

Provisions for depreciation and amortization included in cost of goods sold for the 
year ended June 30, 1943 aggregate $782,443.26. 


AUDITORS’ CERTIFICATE 

To the Board of Directors, 

The Quaker Oats Company: 

We have examined the consolidated balance sheet of The Quaker Oats Company (New 
Jersey) and its domestic and Canadian subsidiaries as of June 30, 1943, and the statements 
of consolidated income and earned surplus for the year then ended, have reviewed the 
system of internal control and the accounting procedures of the companies and, without 
making a detailed audit of the transactions, have examined or tested accounting records 
of the companies and other supporting evidence, by methods and to the extent we deemed 
appropriate. Our examination was made in accordance with generally accepted auditing 
standards applicable in the circumstances and included all procedures which we considered 
necessary. 

In our opinion, the accompanying consolidated balance sheet and related statements of 
consolidated income and earned surplus present fairly the position of The Quaker Oats 
Company and its domestic and Canadian subsidiaries at June 30, 1943, and the results of 
their operations for the year, in conformity with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Chicago, Illinois, 
August 27, 1943. 


ARTHUR ANDERSEN 8s CO. 
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VIEWS OF THE CEDAR RAPIDS, IOWA PLANT 
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Copy oj letter received by our Cedar Rapids, Iowa plant 


WAR DEPARTMENT 
OFFICE OF THE UNDER SECRETARY 
WASHINGTON, D. C. 


To the Men and Women of May 22, 1943 

The Quaker Oats Company 
Cedar Rapids, Iowa 

This is to inform you that the Army and Navy are conferring 
upon you the Army-Navy Production Award for great accom¬ 
plishment in the production of materials needed by our Armed 
Forces. 

This award symbolizes your country’s appreciation of the achieve¬ 
ment of every man and woman in The Quaker Oats Company. It 
consists of a flag to be flown above your plant and a lapel pin 
which each of you may wear as a sign of distinguished service to 
your country. 

I am confident that your outstanding record will bring victory 
nearer by inspiring others to similar high achievement. 

Sincerely yours 

(signed) Robert P. Patterson 

Under Secretary of War. 












The Quaker Qals Company 


PLANT LOCATIONS 


AKRON, OHIO 


DEPEW, NEW YORK 


CEDAR RAPIDS, IOWA 


TECUMSEH, MICHIGAN 


ST. JOSEPH, MISSOURI 


PEKIN, ILLINOIS 


SHERMAN, TEXAS 


ROCKFORD, ILLINOIS 


MEMPHIS, TENNESSEE PETERBOROUGH, ONTARIO 
SASKATOON, SASKATCHEWAN 


THE Q. O. ORDNANCE CORPORATION 
Grand Island, Nebraska 

THE Q. O. CHEMICAL COMPANY 
Memphis, Tennessee 


RESEARCH LABORATORIES 
Chicago, Illinois 

POULTRY EXPERIMENTAL FARM 
Libertyville, Illinois 


SALES OFFICES IN THE PRINCIPAL CITIES OF 
THE UNITED STATES AND CANADA 



































